
FlGIlRE 15 
BROADCAST AND CAI!I,E/DBS INDIJSTKY NET REVENIJES 

1985-1 998 

P 

idoles Gross ddven~s~ng r~uenues thaw Ll~e17 adluslted dowriward 1 5  percenl lo rellecl adverlising COfflmsSionF. 

D E S  pay rcvcnucs includc revenues froin DRS and all olher nan~cable operalors. 
DES baiic and niiii i~pay sutmriber r e u e n ~ ~ s  are ,id included because dala are no1 available. 

Sources Paul Kagan Assuciak?~, The Kagan MedG liidex, January 30 1997. January 29 1999, and February 18 1999 
Paul Kagan Associales, Cable TVAdvenrsing. March 3 1 ,  1998 
Paul Kagan Associalen, The Pay TV Newslener, April 30 1997. August 19 1998. and May 31 1999. 



of The WB, all of the recent network entrants were launched from a base of network 

owned and operated television stations. And even The WB has close ownership links 

with several affiliates." This finding that station ownership typically serves an important 

role in  launching a viable broadcast network is not surprising given the benefits of the 

network-station coordination that is facilitated by ~wnersh ip .~ '  

Turning from networks to stations, there are several significant trends in the 

number of stations and the pattern of staiion ownership. 

Station Growth. The first fact to recognize is that the total number of stations 

has risen dramatically over the past quaner of a century. Figure 16 illustrates the number 

of stations from 1953 through ioday. At least two points stand out. First, the number of 

VHF staiions roughly doubled in the 1950s. Second. the number of UHF stations rose 

dramaiically in the 1970s and continues to rise. In part, this increase likely reflects the 

facr that cable rctransinission of UHF signals has reduced the disadvantages associated 

w i t h  U H F  transmission. The net result is that the total number of commercial broadcast 

television skitions has increased between three- and fourfold since many of the rules 

governing the industry were put into effect 

Not surprisingly, the increase in the overall number of stations has led to greater 

nurnbcrs of stations in  each market. This is an important trend because both competition 

and diversity are primarily local phenomena. Figure 17 illustra&es how even since 1979 

I<, The WB N c i w r k  i \  owned in  pafl hy Tribune Brtjadcarting. which also own\ WB affiliate, i n  
eight i i t  the ilaiion's rnp I I mllrkcrs (Elirabcrh A.  Rathhun. "Wheeling stans; dealing I o  come.'' 
R m n d i o ~ t i q  
'The WB Network. oun r  pari iit Acme Television, u'hlch operaies nine W B  aftiliates. ( S t e w  
McClellan. ''Acme T V  Goes Puhlic." Rroadrasring & Cable. August 18, 1YY9. at 34.) 

These henetirs are d i w ~ s s c d  turiher in Seciion 1V.B belvw 

C.'ohI?, , A U ~ U S I  18. 1999, a! 8 . )  And Jamie Kellncr. the Chief Executive Ofticer of 

,. 
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FIGURE 16 
NUMBER OF COMMERCIAL STATIONS 

1953-1998 

T---~ - 1  0 ~ 

... ~~~~~~~~ r~ . ~~~~ ~~ , _ ~ _ _  __l--_____~-~~ 

1953 1958 1963 1968 1973 1978 1983 1988 1993 1998 

Note: The Television and Cable Facfbook reports data as of January 1st of each year, but the data are given 
here ?.P the ynar-end total for the previous year. 

SolirilP. Warren Publishinn Inr. Television R Cahle Fanlhnok Stations Voliirno  no^ 6 7 ~  1999 Edition. n C-1 
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the number of stations per market has risen ~ignificantly.~' In 1979, only 33 markets had 

seven or more klevision stations. Today, 114 markets-more than half of all television 

markets-have seven or more television stations. And because markets with larger 

populations tend to be the ones with greater numbers of stations, the majority of 

television households are located in markets with 11 or more stations.i9 

Station Ownership. There are several important facts to recognize about the 

ownership of these roughly I .200 stations. One, shown in Figure 18, is that most stations 

are controllcd by group owners. This pattern is to be expected given the existence of 

efficiencies associated with group ownership. There are economies of scale and scope in 

management, sales. and program acquisition. Nevertheless, Figure 18 also shows that a 

significanl number of stations are individually owned. 

Figures 19.A iind B provide additional information about the largest group 

owners. Figure lY.A shows their station holdings for the past four years measured in 

terms of adjusted r e a ~ h . ~ "  Figure 19.B shows the number of stations held by each of the 

largest groups over the past five years. 

Several points emerge from these figures. First, the groups that control the largest 

numbcr o i  sLations are not necessarily the groups with the largest national reaches. AS 

will be discussed below, this divergence has implications for assessing the impacts of 

. 3  on diversity. Second, large group owners (or their parent companies) 

,b When thc Haniiw Rcpori W:IS publi\hed. o n l y  I6  tele\,i\ion markets had more than three telcvi,<ion 
\01i i in\ and only 5 3  had inure than two stalions (B;irrow Repon at 187). 



FIGURE 18 
NUMBER OF NON-NETWORK GROUP-OWNED AND 

SEPARATELY-OWNED COMMERCIAL TELEVISION STATIONS 
YEAR END 1994 AND 1997 

Number of Commercial 
Television Stations 
1994 1997 

Group-Owned 82 1 88 I 
25 I - Separately~Obned 304 

Total 1,125 1,132 
Percent Group-Obned 13% 7R% 

- - - 

Sourcc : "Comments on Filing by Network Affiliated Slations 
Alliance," John Harinf and Harry Shooshan 111. 
Augusi ?I. 1998. 

Original Source Warreti Puhlishinc. Inc.. 7dci.i.cron and Cable Facrbook . 
Stations Volume Nos.  63 and 66. 1995 Edition (p A-1361 
,&I39l)and 1998 Edition (p. A - I445  ~ A-1474). 
"Ou'nership of Cornmeriial Television Station>." 
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FIGURE 19.A 
TOP 25 TELEVISION GROUPS 

ADJUSTED PERCENTAGE OF US. HOUSEHOLDS COVERED' 
1996-1999 

TV Group 
Fox Television Stations Inc. 
CBS Television Station Group' 
Paxson Communications Corp. 
Tribune Broadcasting Co. 
NBC Inc. 
ABC Inc. (D i~ney )~  
United Television Inc./Chris-Craft Industries Inc. 
Gannet1 Broadcasting 
Hearst-Argyle Television Inc4 
USA BroadcastinglHSN, Inc./Silver King Broadcasting 
Sinclair Broadcast Group Inc. 
Paramount Stations Group Inc. 
Univision Communications Inc. 
A.H. Belo Corp. 
Telemundo Group Inc. 
Cox Broadcasting Inc. 
Young Broadcasting Inc. 
E.W. Scripps Co. 
Hicks, Muse, Tate & Furst Inc 
Shop at Home Inc. 
Post-Newsweek Stations Inc. 
Ellis AcqulsitionslRaycom Media5 
Meredith Broadcast Group 
Media General Broadcast Group 
Clear Channel Communications 
Allbritton Communications Co. 
Granite Broadcasting Corp. 
LIN Television 
New World 
Providence Journal 
Pulitzer Broadcasting Co. 

1996 
22.1% 
31.0% 
18.0% 
25.0% 
24.6% 
24.1 % 
17.7% 
14.1 % 
7.3% 
20.0% 
8.9% 
10.2% 
12.8% 
8.0% 
10.4% 
7.7% 
9.1% 
8.0% 

7.0% 
4.0% 

3.5% 

6.3% 
12.8% 
5.4% 
5.2% 

1997 
34.8% 
30.9% 
26.8% 
25.9% 
24.6% 
24.0% 
17.6% 
18.0% 
9.2% 
18.4% 
8.2% 
9.1% 
9.9% 
10.5% 
10.7% 
9.5% 
9.0% 
0.7% 

7.1% 
5.6% 
6.2% 
4.7% 

4.2% 
5.9% 

5.2% 

1998 
34.9% 
30.8% 
30.9% 
26.5% 
26.9% 
23.9% 
18.7% 
16.5% 
9.6% 
15.5% 
13.0% 
12.4% 
13.5% 
14.2% 
10.7% 
9.6% 
9.1% 
8.0% 
7.2% 

7.1% 
5.2% 
6.3% 
4.5% 

6.1 % 

5.2% 

- 
1999 

34.5% 
32.8% 
29.0% 
27.0% 
26.6% 
24.0% 
18.8% 
17.2% 
16.1 % 
15.5% 
14.2% 
13.6% 
13.5% 
13.4% 
10.7% 
9.6% 
9.0% 
8.1% 
8.0% 
7.7% 
7.2% 
6.6% 
6.3% 
4.4% 
4.2% 

Notes' 
'Total household coverage has been adlusted lo reflect me 50 percent discounl lhal is used in calculating household coverage 

%destlnghouse Eiecrnc Corporation changed its name to CBS Corporation in December 1997. 

'The Walt Disney Company acquired Capital Cilies/ABC ill July 1995 
'Hearsl-Argyle was formed in 1997 with the merger 01 Argyle Television. Inc and The Hearst Corporalion's Bro: 

'Raycorn Media. Inc acquired Ellis Communications in September 15 

lor compliance with the FCC's ownership cap. 

Prior to 1997, ligures correspond lo the Hears1 Corporation. 

source:; 
'Top 25 Televtsion Groups," Broadcasl!ny S Cable Magarme, July 8,  1996 (pp 12-20). .June 30, 1997 (Pp. 30~411. 

April 6,  '1998 (pp. 46~681 and April 13 1999 (pp 39-58) 
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FIGURE 19.B 
TOP 25 TELEVISION GROUPS 

NUMBER OF STATIONS OWNED 
1995-1999 

TV Group 
Sinclair Broadcast Group Inc. 
Paxson Communications Cor 
Hearst-Argyle Television Inc. 
Ellis AcquisitionslRaycom Media' 
Hicks, Muse, Tate 8 Furst Inc. 
Fox Television Stations I ~ c . ~  
A.H. Belo Corp. 
Gannea Broadcasting 
Tribune Broadcasting Co. 
Paramount Stations Group Inc. 
Clear Channel Communications 
CBS Television Station Group4 
NBC Inc. 
USA BroadcastinglHSN. Inc./Silver King Broadcasting 
Univision Communications Inc. 
Young Broadcasting Inc. 
Media General Broadcast Group 
Cox Broadcasting Inc. 
Meredith Broadcast Group 
ABC Inc. (Disney)' 
United Television IndChris-Craft Industries Inc. 
E.W. Scripps Co. 
Telemundo Group Inc. 
Shop a i  Home Inc. 
Post-Newsweek Stations In:. 
Allbritton Communications Co. 
Granite Broadcasting Corp. 
Group W 
Hubbard Broadcasting 
LIN Television 
New World 
Providence Journal 
Pulitzer Broadcasting Co. 
Renaissance 
River City Broadcasting 

P .  

1995 

6 

12 
7 
10 
8 
6 

7 
6 
12 
9 

6 

9 
8 
9 
6 

6 

8 
9 
9 
12 
1 1  
10 
9 
7 

1996 
22 
16 
7 
22 

12 
7 
15 
16 
12 

14 
1 1  
16 
1 1  
13 

7 

10 
8 
9 
8 

6 
8 

9 
10 
1 1  
10 

1997 
20 
44 
16 
26 

22 
16 
18 
17 
13 

14 
1 1  
17 
12 
15 
13 
12 
1 1  
10 
8 
10 
8 

6 
10 
1 1  

10 

1998 
56 
55 
16 
23 
23 
22 
17 
19 
19 
17 

14 
12 
13 
13 
15 
13 
9 
I 1  
10 
10 
9 
8 

6 

12 

9 

1999 
56 
49 
32 
30 
29 
22 
22 
21 
20 
19 
18 
14 
13 
13 
13 
13 
13 
1 1  
1 1  
10 
10 
10 
8 
6 
6 

Notes. 
'Hearst-Argyle was formed In 1997 wth the merger of Argyle Television. Inc and The Hearst Corporation's Broadcasting Group. 

'Raycorn Media, Inc acquired Ellis Communications in September 1996 

'Fox also has one LMA. Fox data have been adlusted based on mlormatlon from the network. 
9leshnghouse Eleclnc Corporation changed its name to CBS Corporation in December 1997 CBS data have been adjusted based on 

The Wall Disney Company acqulred Capital CitiesiABC m July 1995 

Prior to 1997. figures correspond lo the Hearst Corporation 

information lrom the nehvok 

Sources. 
"Top 25 Telewsion Groups," Broadcasrrng 8 Cable Magazine. July 10, 1995 (pp 8-9). July 8, 1996 (pp. 12.20). June 30. .I997 

(pp 30.411, April 6. 1998 (pp 46-68) and April 19, 1999 (pp 39-58) 
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often have significant interests in other media. Examples include Cox Broadcasting, Inc., 

Gannett Broadcasting, and Hearst-Argyle Television, Lnc. These companies may thus be 

able to  benefit from economies of scope across media, for example in  news gathering. 

Third, the broadcast networks are the largest group owners measured in terms of national 

reach. This pattern of ownership is consistent with the existence of significant 

efficiencies associated with network ownership of stations. Thus, this pattern supports 

thc view that limiting expansion of the network station groups is harmful to the 

realization of economies of coordination. 

A final fact about station ownership is that few stations are controlled by owners 

who are members of minority groups. Figure 20 lists the minority ownership as defined 

by the National Telecommunications and lnformation Administration (NTIA). Under the 

NTlA methodology. "a station qualifies as 'minority-owned' when a Black, Hispanic, 

Asian or Nalive American owns more than SO percent of its corporation's stock."" In 

addition to being a small percentage of the total number of stations, minority-owned 

stations rend to be in small markets. Moreover. minority station groups themselves tend 

to be small. This last pattern almost has to hold given the way in which the NTlA defines 

minority ownership. A large group owner would likely be part of a publicly traded 

corporation. in which case i t  would not be classified as minority owned i f its shares were 

widely held and the cthnicity and race of the shzreholders mirrored those of the U.S. 

population. This would be true even i f  a member o f a  minority group owned the IXgeSt 

single block ofshares. 

1 .Wifiorir), Coiriirwrt.inl l h u d c m i  On.nrrshi/i in rhr liriired S1ore.i. Appendix A. "Meihodology." 
Nation;il Teleconimunicaiion\ and Inlormation .Administration. Ocroher 27. 1998. 

43 



FIGURE 20 
~ N O ~ ~ Y - ~ W ~ E D  COMMERCIAL TELEVISION STATIONS 

Owner Number of Stations 

Don Cornwell. Grdnile Broadcasting I O  
Michael Roberts, Robens Broadcasting 4 
Frank Mellon, TV 3 3 
Quincy Jones. Qwesl 2 
Walter Ulloa. lntrovision 2 
Eddie Edwards. Sr , WPPT. Inc I 
Dorothy Brunnon, Brunson Communicariona 
Theodore White. Urban Broadcasting Cop.  
Joel Kinlow. TV 49 Inc. 
Carmen Briggr. Ponce-Nicasio 
Frank Fouce. Foucr Amusemenr Enternrises. lnc 
Jose Molina. Continental Broadcasting Corp 
Eddie Whitehead. Golden Link TV Inc .  
Joseph Stroud. Jovon Broadcasting, lnc 
James Watkins. Howard University Television 
Oscar M Laurel, Panorama. Broadcasting C11 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Source 
Narional Telrc~immunicatii~ns and Inlormation Adminiatration. 
Miiiimty-Owned Coinmercial Television 1997-9R Survey Results. 

Augusl 199X. 
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The next data examined are those relating to industry profitability. Figure 21 

shows the operating cash flows for broadcast networks and their affiliates over the 1989- 

1997 period. As can be seen from the figure, the affiliates consistently have much higher 

operating cash flows than do the networks. This pattern is consistent with network 

reports that their owned and operated stations-rather than the network operations 

themselves--are the source of the majority of their profits.42 

Because there has been so much confusion about the significance of profitability 

data for the formulation of public policy, i t  is worth raking some time to examine the 

economic relevance of these data. The public policy issue is not a question of which 

company makes how much money. And the issue is not whether the networks will be 

diivcii out of business; they won'[.  The issue is the quality of the programming the 

networks will offer. The importance of profitability for public policy is whether 

broadcast networks and stations will be able to organize efficiently and thus have the 

appropriate incentives to continue offering high-quality programming on non- 

rubscriplion hroadcasl television. 

Claims that the networks are making "lots of money" m i s s  the point. Whether the 

networks' profits are high or low, and whether these profits come from the owned and 

(i ' 1 '+ations or the network operations themselves, inefficient rules distort 

co 

stalion's ahility to structure their business relationship i n  ways that  give both parties 

,ivestmeni. These effects arise when regulations limit a network and 

S ' ,  In tact, somc i i iduwy analyst5 are quilc pcssirnisiic ahoui broadcast network profitability, 
particularly in comparison wiih cahlc network profiiabiliiy See. for examplc. Diane Merinignr 
" 4 s  iide turn%. cahle sails pas1 B i g  4." FJlrrrmrrrc Media. August 16. 1999 at 13. 
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FIGURE 21 
BROADCAST NETWORKS AND STATIONS OPERATING CASH FLOW 

1989-1997 

1989 1990 1991 198p looJ 1994 19% 15% lop7 

m 155 130 228 578 38 334 140 
CBS' -32 71 2w 218 42 65 -31 
N B C ,  23 Bo iM 179 291 446 512 
FOX 59 e5 116 -196 114 115 76 

889 Three ID? 281 537 975 6% 845 f21 
B o  Four 172 680 159 366 653 779 Bo9 960 697 

IS m1111ons~ 
1989 1990 1941 1992 1993 1994 1 9 %  1 5 %  lsm 

~~ 

880 Three Millal.%s ' 3a7 3.772 3.107 3.627 3.892 
B o  Four Aniliales ' 6.258 6.207 7.514 7.452 
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inccntives to invest in strengthening their programming and promotional activities. 

Regulations that impose inefficient relationships on networks and the stations that 

distribute their programming reduce the profitability of investing in high-quality 

programming. Consequently, such rules degrade the quality of programming offered 

over-the-air on a non-subscription basis. 

Another pattern that has been observed repeatedly is that affiliated stations are 

more profitable than are independent stations.43 Again, this is an area i n  which there has 

been considerable misinterpretation of the meaning of the data. Some industry observers 

have incorrectly concluded that this pattern of profitability implies that affiliates are 

dependent upon the networks and lack bargaining power. In fact, this pattern supports 

the oppositc conclusion. First. the existence of independent stations demonstrates that 

starions can survive withour network affiliation. More importanL the fact that affiliates 

are more profitable than indcpenden! stations demonstrates that affiliates have been able 

IO reach profitable agreements with the networks. The affiliated stations have bargaining 

powcr. that  allows thcm to capture a significant portion of the profits from their operations 

as parts of nerworks." 

J i  See. lor example, Beutel. Kirr. and McLaughlin, Elroadcasi 'Television Networks and Affiliates-. 

1980 and Today. National Economic Research Atsociales (October 27, 1995) attachment io 
Comments of the Nerwnrk Affiliated Station5 Alliance, In HP 19' ' Biennial Regilarory Heview' ~ 

R w i w  of rhe Conimi,Y.rion 's Broadi.usr Ownership Ru1e.r and Or r Rules Adopred Pursuanr ru 
.Ternon 202 of rhe Telrci,iirriiunicarion.r Acr of 1996, MM Dncket 98-3s ( l u l y  2 I, 1998). Section 
1ll.D. 

This harpaining pnuu may w n i  i k m  the faci ihai w n i e  srarinns are betrer run and wonger  Ihan 
are other\. Such w i i o n s  would have heircr prohpecrs a h  independenis and also would be more 
dehirdblc as aifiliaies than would ucaker sLations Aliernarively, thr bargain beiween a network 
m d  an af t i l ia ic  inab reflecl ihc lac1 !hat i t  i s  in hoih parrier' interests rhat each sees henefit fromi 
the relationship m d  [hu i  has incentives to contribute to their colleciive well heing 

I~I  
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E. Alternative Outlets 

In designing and applying regulation to the networks it is important to recognize 

who and what the broadcast television networks are. One way to view them is as 

program distributors, some of whom also happen to be large group owners. But a more 

useful perspective views the networks as producers of high-quality programming who 

seek efficient distribution for that programming. The parents of ABC, CBS, Fox, NBC, 

UPN and The WB all have production arms for dramas and comedies. ABC, CBS, Fox, 

NBC, and Time Warner all have large national and international news operations. And 

ABC, CBS. Fox. and NBC have major sports programming operations. 

While over-the-air broadcasting is one way the networks’ parent companies 

distribule content, there are others, both existing and potential. Figure 22 presents a 

panial lisling of cable properties in which the four largest broadcast television networks 

have ownership interests. As shown in the figure. the four largest networks and/or their 

parent companies all have made significant investments in cable propenies. These 

investments make good economic sense from both private and social perspectives. 

Networks have valuable programming assets, brand names, and production and 

promotion skills. I t  is profitable and efficient to make use of these s k i l l s  and assets in a 

variety of ways. 

A similar picture emerges with respect to Inremet properties. Figure 23 provides . 

a partial lisring of lnternet properties in which the networks and/or their parent companies 
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FIGURE 22 
BROADCAST NETWORK OWNERSHIP CABLE PROGRAM SERVICES 

1999 

CBS 

Fox 

Cable Program Service 

A&E 

~~~~ -~ ~~~ 

Broadcast Network I 

ABC 
~~~~~~~ ~~ ~ ~ ~ 

Classic Sports 
Disney 
E! 
ESPN 
ESPN2 
ESPNews 
History 
Lifetime 
Toon Disney 

Country Music 
Nashville Network 

Fox Family Channel 
Fox News 
Fox Sports Americas 
Fox Sportsnet 
FX 
FxM 
The Health Network 
National Geographic 
Outdoor Life 
Speedvision 
TV Guide Channel 

NBC 
A&E 
AMC 
Bravo 
CNBC 
Court TV 
History 
MSNBC 

Note: 
1 Ownership is attributed lo a network regardless of whether the network, 

its parent company, or a relaled company holds the interest. 

Sources: 
ABC, CBS. and Fox. 
Paul Kagan Associates. The Economics of BasIc Cable Networks 1998, 
pp. 54-56. 
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FlGURE 23 
BROADCAST NETWORK OWNERSHIP OF INTERNET SITES AND 

OTHER WEB HOLDINGS 
1999 

-st NeWo* L L  
AEC 

ABC mrn 
ABCNem corn 
Disney Blast 
Dlsney w m  
ESPN w m  
G O  Network 

CES Marketwatch 
CES SponsLine 
CBS corn 
hollyWOOd corn 
Jobs wm 
Medscape corn 
Omce corn 
R X  com 
SloreRunner w m  
SwmhbDard com 
Wienchead w m  

Fox w m  
Fomteractive com 
FoxMarketWre corn 
FoxNews corn 
FoxSpons corn 
NYPosl corn 

CBS 

Fox 

TVGuide.cOm 
NEC 

CNEC corn 
Interactive Neighbomwd 
MSNEC corn 
NE€ mrn 
Snap corn 
VideoSeeker 
Xaom a m  

UPN corn 
sles (or UPN SMws 
llncludinq Moesha Cl~eless Ddben Slar Trek Vwager and Love -1) 

WamerBros corn 
sites for WB Network Shows 
(includlno Dawsons Creek 7th Heaven and Buftv fhe Vamprre Slaver) 

UPN 

WB 

Note' 

I Ownership 15 annbulecl to a nerworic r-rdles 01 whelher the netwwk. 11s Daren1 
company. or a related company holds the interest 

Sources 
ABC. CBS. and Fox. 
Richard Tedesw, "NBC lo Swvm Net Unl!,'' BrMdCaSlmO & Cable. May 17. 1999. D 49. 
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41 are investing. 

source of public interest concern. 

Again. the investments make commercial sense and are not themselves a 

While i t  is efficient for the networks to make use of their valuable assets and 

skills by branching into cable and the hternet content, this trend does have an important 

implication for regulation: if regulation distorts economic returns in broadcasting, 

networks will be inefficiently driven to direct more of their financial and creative 

resources toward cable properties and other distribution platforms. Networks will make 

some of these investments in any event, but their business decisions should not be 

skewcd and distorted by outdated government regulations. 

I t  is critical IC? recognixe that the fact that the networks are branching into other 

sewices is nor the problein-it is privately and socially valuable for them to make use of 

their skills and asseis i n  these other services. Rather a problem arises when regulation 

distort, the wIwi)rks' investment decisions. Indeed, regulations that  make i t  artificially 

difficult to branch out into other media also generate social costs. As a 1991 FCC staff 

rcpon concluded: 

Broadcasters should not be hindered excessively from diversifying to 
make efficient use of their core skills-production, acquisition, and 
scheduling of programming, as well as selling advertising. The physical 
distribution of the broadcast signal is, in fact, a small part of the 
broadcasters' 

I See i i l h o  Eric  Qtiinorics. "Medid Companies .\dding M'eh Cache1 ~ Powerhouse\ Hold Some Ncw 
('ards." Thr h'(,i). York 7'itiie.s. Augusr I, 1991) at BLI 7 

Flivence Scirer 3 r d  Jnnarhali Levy.  Nmadciisr T&vi.Tim in u Mulrichu,mel Markerpiace, Federal 
C(imrnunicdlions Corrirni\\ioii Ot t ice  (11' Plan5 ;ind Pol icy Work ing  Paper No. 26 (lune 190 I )  at x .  

i:, 
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1F. Why These Industry Trends Matter for Public Policy 

The data analyzed in this section of the whitc paper clearly demonstrate that the 

broadcast television industry has changed dramatically over the past fifty years. The 

regulatory regime governing broadcast television has not undergone a similarly sweeping 

transformation. Of course, i t  does not automatically follow that regulation is out of date 

or n o  longer serves the public interest. Perhaps we have been blessed with policies 

sufficiently flexible that they promote the public interest even in the face of tremendous 

economic change. Unfortunately, thc cvidence clearly demonstrates that we have not. 

The remainder of this white paper examines the national multiple ownership rule 

to see what role i t  playa in today's economic environment. Empirical and logical 

analyses demonstrate that  (he rule has not kept up with the times. Whatever value this 

rule may have had i n  the past, today i t  give rise t o  efficiency costs with no offsetting 

benefits. 

NAL TELEVlSION M ~ T ~ P L E  WNERSHIP RULE 

The national multiple ownership cap provides an instructive example of a 

regulation that n o  longer senes  the public interest in the new economic environment. 

Under the current rule, a single entity cannot control stations whose comhined reach 

exceeds 3.5 percent of U.S. television  household^.^' Th. 

stations that a single groi: owner may control, however- 

I J ', ' , ' '-rl the number of 

I,. .,. . ' , "  when a group owner 


